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BAUCUS
WHAT CONGRESS CAN (AND SHOULD) DO FOR WORLD TRADE
CONGRESSMAN MAX BAUCUS
WORLD TRADE CONFERENCE
BOZEMAN, MONTANA
MARCH 16, 1978
IT'S GOODTO SEE SO MANY PEOPLE HERE. PRESIDENT CARTER
WANTS TO BALANCE THE EXPORT DEFICIT BY IMPORTING LESS OIL,
YOU'VE GOT A BETTER IDEA -- EXPORTING MORE FARM PRODUCTS.
I'M GLAD TO HAVE THIS OPPORTUNITY TO TALK ABOUT THE ROLE
OF CONGRESS IN INTERNATIONAL GRAIN TRADE.
RIGHT NOW, THE EMPHASIS IN CONGRESS IS ON LEGISLATION TO
PROTECT FARM PRICES AND INCOME. BUT IN THE LONG RUN, THE
BEST WAY tO INSURE THE VITALITY OF AMERICAN AGRICULTURE IS
TO EXPAND OVERSEAS MARKETS.
TWO-THIRDS OF THE WORLD'S PEOPLE LIVE IN DEVELOPING
COUNTRIES. THEY'LL CONTINUE TO NEED MORE FOOD SUPPLIES TO
MEET THE NEEDS OF GROWING POPULATIONS WITH GROWING INCOMES.
CONGRESS MUST CREATE OPPORTUNITIES FOR WORLD TRADE SO
AMERICAN FARMERS CAN PROFIT FROM THIS INCREASING DEMAND.
INTERNATIONAL TRADE TALKS
As YOU WELL KNOW, WORLD TRADE IN GRAINS IS AFFECTED BY A
COMPLEX SYSTEM OF SUBSIDIES, TARIFFS, QUOTAS AND GOVERNMENT
PURCHASING BOARDS. THIS WORLD SYSTEM TENDS TO DISCRIMINATE
AGAINST AMERICAN GRAIN.
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ONE THING CONGRESS HAS TO DO IS WORK WITH THE ADMINISTRATION
TO REDUCE TRADE BARRIERS.
CURRENTLY, THE ADMINISTRATION IS INVOLVED IN TWO SETS OF
TRADE TALKS THAT AFFECT AGRICULTURE. ONE IS THE MULTILATERAL
TRADE NEGOTIATIONS IN GENEVA. THESE TALKS, COMMONLY CALLED THE
TOKYO ROUND., INVOLVE 97 COUNTRIES AND ALL MANUFACTURED AS WELL
AS AGRICULTURAL PRODUCTS. THE SECOND SET OF TRADE TALKS IS
THE INTERNATIONAL WHEAT COUNCIL NEGOTIATIONS, ALSO IN GENEVA.
THESE TALKS INVOLVE MAJOR WHEAT IMPORTING AND EXPORTING COUNTRIES,
AND THE GOAL IS NEGOTIATING A NEW INTERNATIONAL WHEAT AGREEMENT.
CONGRESS HAS AN INPUT AND A RESPONSIBILITY IN THE TRADE
NEGOTIATIONS.
ANY TRADE TREATIES NEGOTIATED BY THE ADMINISTRATION HAVE TO
BE RATIFIED BY THE SENATE. IN ADDITION, ANY TREATY CHANGING
U.S. DOMESTIC POLICIES ALSO REQUIRES HOUSE CONCURRENCE.
FARM STATE CONGRESSMEN NEED TO WORK WITH AMBASSADOR STRAUSS,
THE ADMINISTRATION'S CHIEF TRADE NEGOTIATOR, TO SEE THAT OUR
INTERESTS ARE PROTECTED,
THE TRADE ACT OF 1974 AUTHORIZES U.S.. PARTICIPATION IN THE
CURRENT ROUND OF MULTILATERAL TRADE NEGOTIATIONS. THAT ACT
SPECIFIES THAT AGRICULTURE WILL BE TREATED EQUALLY WITH OTHER
INDUSTRIES IN THE NEGOTIATIONS,
THIS PROVISION WAS NECESSARY BECAUSE AGRICULTURE GOT THE
"SHORT END" IN THE KENNEDY ROUND OF MULTILATERAL TRADE NEGOTIATIONS
IN 1968.
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DURING THE KENNEDY ROUND OF NEGOTIATIONS, MEMBERS OF THE
COMMON MARKET INSISTED THAT THERE SHOULD BE NO RESTRAINTS ON
THEIR INTERNAL POLICIES. U.S. NEGOTIATORS WENT ALONG WITH THIS
IDEA AND LET THE EUROPEAN COMMUNITY KEEP ITS SYSTEM OF VARIABLE
LEVIES AND EXPORT SUBSIDIES.
THE VARIABLE LEVIES KEEPS GRAIN PRICES WITHIN THE
COMMON MARKET FAIRLY CONSTANT. WHEN WORLD PRICES DECLINE, THE
VARIABLE LEVY INCREASES.
THUSJ OUR WHEAT AND FEED GRAINS CAN'T COMPETE IN THE
EUROPEAN COMMUNITY EVEN WHEN WE SET PRICES VERY LOW. COMMON
MARKET FARMERS ARE ASSURED OF THEIR PRICES, WHICH VARY FROM
$4.25 TO $5.75 PER BUSHEL DEPENDING ON THE COUNTRY.
A SECOND TRADE PROBLEM WITH THE EUROPEAN COMMUNITY IS THEIR
EXPORT SUBSIDIES. THE COMMON MARKET COUNTRIES PAY HEFTY EXPORT
SUBSIDIES FOR DAIRY PRODUCTS, WHICH THEN ENTER THIS COUNTRY AND
COMPETE WITH DOMESTIC DAIRY PRODUCTS.
AMBASSADOR STRAUSS HAS PROMISED NOT TO COME BACK FROM
GENEVA WITHOUT TRADE CONCESSIONS FOR AGRICULTURAL GOODS.
I UNDERSTAND THE DIFFICULTY OF GETTING TRADE CONCESSIONS
FROM THE COMMON MARKET. AGRICULTURAL POLICIES HAVE BEEN CALLED
"THE GLUE THAT HOLDS THE EUROPEAN COMMUNITY TOGETHER." THEIR
NEGOTIATORS WILL BE UNWILLING TO RELAX EXPORT QUOTAS AND
VARIABLE LEVIES.
BUT WE HAVE TO PRESENT A TOUGH STANCE AND DO THE BEST WE
CAN. THE PRESENT SYSTEM IS JUST TOO UNFAIR TO OUR FARMERS.
I PLAN TO HOLD AMBASSADOR STRAUSS TO HIS PROMISE TO
OBTAIN CONCESSIONS FOR AGRICULTURAL GOODS DURING THE MULTILATERAL
TRADE NEGOTIATIONS.
THE UNITED STATES IS ALSO CURRENTLY NEGOTIATING WITH OTHER
WHEAT-PRODUCING AND CONSUMING NATIONS FOR AN INTERNATIONAL WHEAT
AGREEMENT.
THE ADMINISTRATION'S PROPOSAL FOR THE WHEAT AGREEMENT IS AN
INTERNATIONAL SYSTEM OF RESERVES.
WHEN PRICES REACH A CERTAIN PRICE, OR LOWER "TRIGGER" POINT;
PARTICIPATING NATIONS WILL HAVE TO ADD TO THEIR RESERVES.
IF PRICES REACH AN UPPER "TRIGGER" POINT OR PRICE, NATIONS
WOULD HAVE TO RELEASE WHEAT FROM RESERVES.
THIS RESERVE SYSTEM WOULD HAVE A STABILIZING EFFECT ON
WORLD PRICES. HOPEFULLY, THE BOOM-TO-BUST CYCLE WE'VE EXPERIENCED
THE PAST FEW YEARS WOULD BE MODERATED.
MOST FARMERS I'VE TALKED TO DON'T OPPOSE THE U.S. PROPOSAL
IN PRINCIPAL. BUT THEY'RE WORRIED ABOUT WHAT THE TRIGGER PRICES
WILL BE.
THE UPPER AND LOWER TRIGGER PRICES WILL EFFECTIVELY SET A.
CEILING AND FLOOR ON WORLD WHEAT PRICES.
I'M CONCERNED THAT THE TRIGGER PRICES MIGHT BE SET SO LOW
THAT FARMERS WON'T BE ABLE TO OBTAIN DECENT PRICES.
RECENTLY, I JOINED OTHER FARM-STATE REPRESENTATIVES IN
COSPONSORING A RESOLUTION ASKING THE PRESIDENT TO SEEK TWO GOALS
IN INTERNATIONAL NEGOTIATIONS -- EXPANSION OF EXPORT MARKETS
AND PRICES THAT WOULD BRING FARMERS PARITY RETURNS.
THE INTERNATIONAL WHEAT TALKS ARE SCHEDULED TO ADJOURN
TEMPORARILY NEXT WEEK -- THE LEASE ON THE BUILDING THEY RE USING
RUNS OUT.
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SO FAR, THERE HASN'T BEEN ANY PROGRESS AT ALL. THE
COMMON MARKET COUNTRIES WANT THE TALKS TO INCLUDE FEED GRAINS
AND THEY WANT FIRM UPPER AND LOWER PRICES FOR WHEAT.
THE U.S. IS INSISTING ON THE RESERVE PROPOSAL AND DOESN'T
WANT TO INCLUDE FEED GRAINS.
SO THE PROSPECTS FOR.AN INTERNATIONAL WHEAT AGREEMENT
DON'T LOOK TOO GOOD RIGHT NOW.
AS FARMERS, WE SHOULDN'T BE TOO CONCERNED, THOUGH. IT'S
BETTER TO HAVE NO AGREEMENT THAN ONE THAT PUTS U.S. PRODUCERS
AT A DISADVANTAGE.
CONGRESSIONAL ACTION TO EXPAND TRADE
IN ADDITION TO COOPERATING WITH THE PRESIDENT, THERE ARE
THINGS CONGRESS SHOULD DO ON ITS OWN INITIATIVE.
ONE OF THE MOST IMPORTANT BILLS CURRENTLY PENDING IN
CONGRESS. IS THE AGRICULTURAL TRADE EXPANSION ACT DEVELOPED
BY SENATOR HUMPHREY AND CONGRESSMAN FINDLEY, I'M A COSPONSOR
OF THE HOUSE BILL.
WHAT THE BILL DOES IS AUTHORIZE THE COMMODITY CREDIT
CORPORATION TO OFFER INTERMEDIATE-TERM CREDIT FOR PERIODS OF
THREE TO TEN YEARS. IN ADDITION, THE BILL AUTHORIZES THE CCC
TO OFFER CREDIT TO COUNTRIES WITH NON-MARKET ECONOMIES.
FOR MANY FOREIGN COUNTRIES, CREDIT IS A MAJOR FACTOR
IN DETERMINING WHERE THEY BUY GRAIN.
INTERMEDIATE-TERM CREDIT HAS BEEN LACKING FOR BUYERS OF
U.S. WHEAT, THE CCC CURRENTLY CAN OFFER CREDIT FOR ONLY THREE
YEARS OR LESS. P.L. 480 LOANS HAVE BEEN AVAILABLE FOR PERIODS
OF OVERTEN YEARS, BUT ONLY TO POOR COUNTRIES. MANY COUNTRIES
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CAN'T GET COMMERCIAL CREDIT AT A COMPETITIVE INTEREST RATES.
IN ADDITION TO OFFERING INTERMEDIATE-TERM CREDIT, THE
TRADE EXPANSION ACT OPENS THE DOOR FOR INCREASED SALES TO THE
NON-MARKET ECONOMIES OF EASTERN EUROPE AND RED CHINA.
I EXPECT THE HOUSE INTERNATIONAL TRADE COMMITTEE TO ACT
SOON ON THIS LEGISLATION.
COOPERATOR PROGRAMS, SUCH AS WESTERN WHEAT ASSOCIATES,
HAVE BEEN USEFUL IN EXPANDING OUR OVERSEAS MARKETS. I SERVE ON
THE AGRICULTURAL APPROPRIATIONS SUBCOMMITTEE WHICH HAS JURSIDICTION
OVER COOPERATOR PROGRAMS, AND I'M HAPPY TO REPORT THAT EVEN THE
ADMINISTRATION RECOGNIZES THEIR IMPORTANCE.-
THIS YEAR, ONE OF THE FEW BUDGET INCREASES THE ADMINISTRATION
REQUESTED WITHIN USDA WAS A 19 PERCENT EXPANSION IN THE COOPERATOR
PROGRAMS.
THIS ARRANGEMENT, WHERE DIPLOMATIC REPRESENTATIVES WORK
HAND IN HAND WITH VARIOUS COMPONENTS.OF AMERICAN AGRICULTURE,
HAS RESULTED IN VERY EFFECTIVE MARKET DEVELOPMENT.
THE.DOMESTIC SITUATION
IT'S APPROPRIATE TO TALK ABOUT DOMESTIC FARM POLICY HERE
BECAUSE OUR EXPORT SALES AND 'INCOME ARE AFFECTED SO MUCH BY
THE U.S. LOAN RATE.
FARMERS ARE HURTING1 A SURVEY OF BANKS IN MONTANA RECENTLY
SHOWED THAT A THIRD OF FARM BORROWERS ARE IN FINANCIAL TROUBLE.
THE EFFECTIVE CAMPAIGN SPEARHEADED BY THE AMERICAN AGRICULTURE
MOVEMENT SHOWED THE PUBLIC HOW BAD THE FARM SITUATION IS.
THE ADMINISTRATION HAS REFUSED TO USE THE DISCRETIONARY
POWER IT HAS UNDER THE PRESENT FARM ACT TO IMPROVE FARM INCOME.
So NOW CONGRESS IS TAKING THE BULL BY THE HORNS,
- 7 -
SINCE THE BEGINNING OF JANUARY, OVER A HUNDRED BILLS
DEALING WITH AGRICULTURE HAVE BEEN INTRODUCED IN THE HOUSE
ALONE. BOTH THE SENATE AND THE HOUSE HAVE HELD HEARINGS TO
GET TESTIMONY FROM AGRICULTURAL GROUPS.
THE MOST DISCUSSED PROPOSAL RIGHT NOW IS A BILL INTRODUCED
BY SENATOR TALMADGE OF GEORGIA. IT PROVIDES FOR LAND DIVERSION
PAYMENTS OF ABOUT $75 PER ACRE TO ENCOURAGE FARMERS TO PLANT
LESS.
THE TALMADGE BILL WAS PASSED BY THE SENATE AGRICULTURE
COMMITTEE ON MONDAY AND MAY COME TO THE SENATE FLOOR TODAY.
ALTHOUGH TALMADGE'S BILL HAS SOME MERIT, IT SHOULD BE
AMENDED TO INCLUDE HIGHER TARGET PRICES AND LOAN RATES.
RAISING LOAN RATES HAS PROVOKED ENDLESS DEBATE IN FARM
CIRCLES. THE MAJOR ARGUMENT AGAINST LOAN RATE INCREASES IS
A POSSIBLE DETRIMENTAL EFFECT ON EXPORT SALES.
I DON'T DENY THAT WE MIGHT LOSE SOME EXPORT SALES IN FUTURE
YEARS. OTHER COUNTRIES PROBABLY WILL INCREASE THEIR PRODUCTION
SOMEWHAT IN RESPONSE TO HIGHER PRICES.
BUT I HOLD THAT THE HIGHER PRICE WILL MORE THAN COMPENSATE
FOR DECREASED SALES. IT JUST DOESN'T MAKE SENSE TO HAVE A LOAN
RATE FOR WHEAT THAT'S BELOW THE COST OF PRODUCTION.
RECENTLY THE USDA COMPLETED A STUDY THAT SHEDS SOME LIGHT
ON THIS MATTER, THEIR STUDY SHOWS THAT IF WS HEAT PRICES
WERE RAISED ALL THE WAY TO 100 PERCENT OF PARITY, WHEAT EXPORTS
WOULD DECREASE VERY LITTLE THE FIRST YEAR.
By 1982, WHEAT. EXPORTS WOULD DECREASE 30 PERCENT IN VOLUME --
BUT BECAUSE OF THE HIGHER PRICE THE VALUE OF EXPORTS WOULD INCREASE.
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So I THINK SOME INCREASE IN LOAN RATES IS DESIRABLE. NEXT
WEEK I'M GOING TO OTTAWA WHERE I'LL BE MEETING WITH GENE
WHALEN, MINISTER OF AGRICULTURE, AND OTTO LANG, HEAD OF THE
CANADIAN WHEAT POOL. ONE THING I INTEND TO DISCUSS IS THE
CANADIAN REACTION TO HIGHER U.S. LOAN RATES.
IN ADDITION TO INCREASING LOAN RATES, CONGRESS SHOULD
PROVIDE HIGHER WHEAT AND FEED GRAIN TARGET PRICES. THESE ARE
NECESSARY TO INCREASE FARMERS INCOMES AND ENCOURAGE THEM TO
PARTICIPATE IN SET-ASIDE PROGRAMS.
FINALLY, I THINK ANY NEW AGRICULTURAL BILL SHOULD PROVIDE
SOME RELIEF FOR LIVESTOCK PRODUCERS.
I'M ENCOURAGED ABOUT.THE RECENT INCREASES IN CATTLE PRICES.
BUT WE STILL NEED SOME WAY TO REDUCE THE DESTABILIZING INFLUENCE
OF BEEF IMPORTS.
I'VE INTRODUCED TWO BILLS DEALING WITH MEAT IMPORTS. IN
ADDITION, I'LL BE TALKING NEXT WEEK WITH CANADIAN-OFFICIALS
ABOUT THE FLOW OF CANADIAN FEEDER CALVES THAT HAVE BEEN RAISING
HAVOC IN MONTANA, HOPEFULLY, WE CAN MAKE SOME PROGRESS TOWARD
RESOLVING THIS COMPLEX TRADE PROBLEM.
-KNOW I'VE COVERED LOTS OF GROUND, SO NOW I'D LIKE TO
ANSWER ANY QUESTIONS YOU MIGHT HAVE.
